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INTRODUCTION 


PROPERTY TAX INQUIRIES ELSEWHERE 


Most provincial governments have set up commis- 
sions, committees, task forces or inquiries into local 
government fiscal arrangements during the past dec- 
ade. None have brought in recommendations to aban- 
don the property tax base in favor of some other 
source of municipal revenue. 


The Task Force has drawn heavily upon recom- 
mendations of these many provincial commissions 
and agrees with the broad thrust of all their findings. 
In particular, it has studied the Byrne Report from 
New Brunswick, 1963; the Michener Report from 
Manitoba in 1964; the Touche, Ross et al. study in 
Nova Scotia in 1964; the Belanger Report from 
Quebec in 1965; the McLeod Report from Saskat- 
chewan in 1965; the Smith Report from Ontario in 
1967; and the Touche, Ross et al. study from P.E.I. 
in 1969. 


Property tax and its first cousin, business tax, 
yielded $3.3 billion in Canada in 1969. This exceeds 
the total provincial revenues from personal and cor- 
porate income tax and from estate taxes. And it runs 
third as the largest tax source for all three levels of 
Canadian governments after income tax and sales tax. 


Despite its admitted regressive features, it is the 
cheapest tax to administer, the most difficult to 
evade and the most certain in its yield. 


Most of these studies went to great lengths to 
examine the question of exempt property which, in 
come provinces, amounts to 25 percent of the total. 
The majority recommended assessment of all proper- 
ties, including charitable agencies and churches. This 
Task Force does not agree and recommends that any 
private organization filling a genuine community need 
for a human resource program should be exempt. Our 
logic is that they are performing social services that 
would otherwise have to be performed by govern- 
ment and are therefore a net benefit as opposed to a 
liability to the municipality. Every encouragement 
should be given to such private charities and they 
should not be placed at a competitive disadvantage 
vis-a-vis services provided by the state. The Task Force 
suggests places of worship should continue to be 
exempted from tax on the grounds that their ethical 
message is a benefit to society. No concession should 
be given to student residences except by way of 
grant. Tax exemptions for student residences cannot 
be considered similar to exemptions for nonprofit 
social agencies. Municipalities already carry a heavy 
enough share of the education burden. If the pro- 


vince, wholly responsible for post-secondary educa- 
tion, wishes to give relief in this area it should be by 
way of grant. 


The Task Force is opposed to any assessment 
concessions applied to entice industry to Alberta and 
reiterates that the objective should be uniform assess- 
ment. It has no objection to differential mill rates. 


The Byrne Royal Commission in New Brunswick 
in 1963 felt that relief should be given to property 
owners on limited incomes. And the Smith Report 
from Ontario in 1967 concerned itself with the re- 
gressive nature of real property tax. The Carter Royal 
Commission 1966 stated that property tax averaged 
16.3 percent of disposable incomes under $2,000; 6.8 
percent under $2,900; 5.4 percent under $3,900 and 
so on. Ontario Economic Review March-April, 1972 
shows that in Ontario, property tax can vary from 10 
percent of gross incomes of $3,000 to only 4 percent 
for incomes of over $8,000. 


A common way to reduce regressivity is the split 
mill rate used in Ontario, Manitoba and New Bruns- 
wick where different mill rates are applied to differ- 
ent types of property. 


Mr. Joe Martin of P.S. Ross & Partners, Toronto, 
says in the Canadian Tax Journal September-Octo- 
ber 1972: 


“The original idea behind the split mill rate was 
that businesses were better able than homeowners to 
contribute to the cost of civic services. An important 
consideration was that business realty taxes were de- 
ductible for income tax purposes. The objection to 
the split rate is that ability to pay (the original 
rationale for the tax) can only be meaningful where a 
tax cannot be shifted in any significant degree. Ob- 
viously, businesses can shift a large part of their extra 
work onto the consumers of their products.” 


The Task Force mentioned its support for the 
rationale of the split mill rate in its interim report in 
August, 1972. But the introduction of a split mill rate 
is not an integral part of its specific recommendations 
so far as education tax relief is concerned. Nor is it 
necessary to further the shift of human resource 
programs toward the province. The recommendation 
was chosen as one of the points of criticism by the 
municipalities. All the Task Force is saying is that a 
split mill rate should be a permissive option for local 
governments and is infinitely preferable to split as- 
sessments. The Task Force therefore recommends 
that the requirement for a uniform mill rate be re- 


moved from the Act. If municipalities do not wish to 
avail themselves of the option, there would be no 
compulsion upon them to do so. 


Many cities such as Hamilton, Toronto and Peter- 
borough permit credits of up to $100 on the educa- 
tion portion of property tax for old age pensioners. 


Several provinces use either homeowner grants or 
basic shelter exemptions. The former system began in 
British Columbia in 1957 and has been followed by 
the three prairie provinces. However, in Manitoba it 
has now been replaced by a tax credit plan. The 
Smith Report in Ontario preferred a basic shelter 
assessment exemption, but this plan has also now 
been abandoned in favour of a tax credit plan. Flat 
homeowner grants are as regressive as the property 
tax itself. 


No Canadian province has introduced a differen- 
tial mill rate according to value of property to at- 
tempt to compensate for the regressiveness of pro- 
perty tax. But Montreal provides for higher property 
taxes on houses worth more than $100,000. 


This Task Force tends to agree with the state- 


ment by James A. Johnson to the Ontario Committee 
on Taxation where he points out that since 80 per- 
cent of municipal revenue comes from the regressive 
property tax, real equity can only be improved by 
increased senior government grants or by the sharing 
of more progressive taxes. 


We would extend the thought further. If more 
social programs now funded in part or in whole by 
municipalities were assumed by the province, greater 
equity would be achieved for all Albertans. The prin- 
ciple of equality of opportunity applies most directly 
to educaiton and health. 


If the standards of either of these services are 
related to the wealth of a particular municipality, 
there is clearly a violation of this principle of equal 
opportunity. It is for this reason that the courts in 
California and Texas have recently ruled against reli- 
ance on property tax for the funding of education. 


This thought underlies many of the recommenda- 
tions of this Task Force. We saw the funding of 
human resource programs as a priority use for funds 
derived from the sale of natural resources. 


POSITION BEFORE REFORM 


The Government of Alberta was aware of repre- 
sentations made to its predecessor concerning the 
narrow tax base open to local government in relation 
to the services it was expected to provide. The over- 
reliance on property tax as a funding source for so 
many services at municipal level had become a con- 
cern for governments through North America. 


Attention had been drawn to the problem by 
several studies in the last twenty years in Alberta — 
“Urban Crisis’, a presentation subscribed to by the 
Alberta Urban Municipalities Association, various 
school boards and nine cities in 1966, by the Batch- 
elor Report, by the position paper of the Alberta 
Urban Municipalities Association in 1970, by the 
SCOAT Committee Report of 1970, by the Worth 
Commission 1972, and by the Task Force on Urban- 
ization and the Future, 1972. Available to the Task 
Force were the numerous reports of fiscal commis- 
sions in other provinces. 


The study ‘Urban Crisis’’ pointed out that the 
percentage of Alberta’s population in urban areas had 
grown from 37 percent in 1951 to 56 percent by 
1966. By 1972, the percentage was closer to 76 
percent of which by far the largest portion, almost 56 
percent, was in the two metropolitan cities of Calgary 
and Edmonton. 


More than 60 percent of the 1972 mill rate of 
the City of Calgary was devoted to education. And a 
further 12 percent could be attributed to other 
human resource programs including hospitals, |i- 
braries, recreation, public health and welfare. This 
devotion of at least 72 percent of a municipal levy to 
human resource programs was typical. 


Similarly, some 72 percent of the 1972 budget of 
the Province of Alberta was devoted to the depart- 
ments of Education, Advanced Education, Health and 
Social Development. When federal transfers were re- 
moved, half the combined provincial and municipal 
budget in Alberta was spent on these human resource 
programs. 


The debt load at a municipal level was the high- 
est in Canada and it was estimated that as of March 
31, 1973, the combined funded, unfunded and guar- 
anteed debt of the province would reach $2,205m of 
which $1,800m was guaranteed to the municipalities. 
The gross per capita municipal debt in Alberta in 
1970 was $580.40 as compared with $383.30 in 
British Columbia. At that time, both provinces were 
to all intents and purposes debt free. 


* Source: P. Bernard Norton, Economist, 
New Jersey, 1971 


Although certain municipalities, particularly 
Edmonton, Calgary and Medicine Hat, derive addi- 
tional revenue from the sale of utilities at a profit, 
property tax remains the main source of funding 
apart from grants from senior governments. Only a 
small proportion of municipal revenue is derived from 
such miscellaneous sources as fees, licences and fines. 


While the major urban areas faced escalating 
costs for an expanding population, the problem was 
no less severe for towns, villages and counties where 
the tax base was eroding due to a population decline. 
Only in a few municipalities having the advantage of 
economic overspill from major urban areas or of 
industrial property tax without parallel population 
increase was the situation any better. Even in some of 
these districts, population increases due to the pur- 
chase of small acreages by former urbanites was rap- 
idly eating up the taxation advantage from assessment 
of industry, oil pipelines or gas plants. 


To generalize, residential property tax seldom 
covers the cost of services demanded at a local level 
and the balance has to come from commercial and 
industrial development, or it has to come from rev- 
enue sources other than property tax such as provin- 
cial grants. Relief can also come from the direct 
assumption of certain cost responsibilities by the pro- 
vince financed by revenue resources other than pro- 
perty tax. 


Property tax, like a sales tax, is regressive in that 
it is not necessarily in tune with ability to pay. The 
value of property improvements only vaguely relates 
to income levels. In fact, heavy property tax can drive 
citizens on limited incomes from their homes. Those 
on limited incomes pay a larger percentage of their 
disposable income for shelter, including property tax, 
than those at higher income levels. 


It is also regressive in that beyond certain levels, 
property tax can inhibit development. Studies in the 
United States show that development ceased in New 
Jersey when residential property tax exceeded 4% of 
market value and commercial property tax exceeded 
6% of market value. * 


However, constitutional limitations placed upon 
provinces and municipalities in a federation such as 
Canada’s make it impossible to abolish completely 
such a major source of direct revenue as property tax. 
But it should be borne in mind that there is a clear 
distinction between property tax regarded as an ex- 
pense before income or corporation tax and property 
tax paid with after-tax dollars. Only bona-fide 


owner-residents, as opposed to corporations, land- 
lords, businesses and farmers, lack the privilege of 
charging such property tax as an expense under 
dominion income tax regulations. 


If a business is paying full coproration tax, it is 
not unfair to say that taxes are paid with a pre-tax 
dollar that is worth half as much as a post-tax or 
profit dollar. Small businesses in a profit position 
may be said to be paying with pre-tax dollars worth 
three-quarters of a post-tax dollar. Citizens generally 
pay with one hundred percent after-tax dollars. 


This analogy is resented by businessmen. It is 
none the less true. If all property owners were al- 
lowed the same privilege, there would clearly be a 
sharp reduction in the returns from the provincial 
portion of personal income tax. The argument that 
any taxpayer should only pay for the actual benefit 
he receives is not accepted anywhere in the western 
world. 


But it is true that the removal of more human 
resource program costs from property tax would al- 
low more of that particular tax to go toward services 
of direct benefit to property at large. 


Present levels of property tax in Alberta are 
around 2.6% of true value for all property (buildings, 
structures and land) if the assessment is at the level of 
the current manual. Farm land is taxed at about 2% 
to 2.3% of market if the assessment is close to the 
deemed 35% of market value. These levels are con- 
sidered tolerable in the United States and are about 
the prevailing average except in crisis areas such as 
New Jersey and Boston. However, two other studies 
into property tax in Canada, in New Brunswick and 
in Manitoba, concluded that an annual tax of only 2% 
of market value was the absolute tolerable level. This 
Task Force recommends that 3% of market value be 
considered the absolute tolerable limit for residential 
property and 4.5% of market value (including busi- 
ness and machinery tax) for industrial and commer- 
cial property. 


Pipelines, transmission lines and railway lines are 
taxed at about 1.3% of market value and machinery is 
taxed at about 1.3% of market before generous depre- 
ciation tables are applied. A business tax may be 
applied in lieu of a machinery tax and this also works 
out in practice to be about 1.3% of the value of the 
space occupied, when it is 10 percent of fair rental 
value. 


If the 1.3% of market value atrributed to busi- 
ness or machinery tax is added to the 2.6% of market 
value attributed to buildings and land, industry and 
commerce are already paying half as much again as 
residential property in Alberta. (i.e. 3.9% as com- 
pared with 2.6%). In practice, only those municipal- 
ities that have been recently reassessed have reached 
these levels. 


It is important to reiterate that property tax 
dollars are derived from multiplying two factors — 
the assessment and the mill rate. If the assessment is 
high, the mill rate may be low to produce the same 
tax dollars as if the assessment were low and the mill 
rate were high. Both factors may be variable. Neither 
can be considered in isolation to determine a pro- 
perty tax level. 


As compared with the municipalities, the Pro- 
vince of Alberta has a wider tax base only limited by 
the constitutional confinement to direct or ‘‘end-of- 
the-line’’ taxation. Apart from federal matching 
grants for various schemes, the main sources of pro- 
vincial revenue are its 36 point share of income taxes, 
the gasoline and fuel oil tax, profits from trading 
activities and funds derived from the sale of natural 
resources. The province itself is comparatively debt 
free and as of March 31, 1972, the provincial funded 
and unfunded debt amounted to only $270,000,000 
or less than $170 per capita compared with the 1970 
per capita municipal debt of $580. 


An alarming new factor is the recent intrusion of 
the federal government into the property tax field, 
traditionally reserved for provinces and their munici- 
palities. For the new tax on capital gains is largely 
directed at real property. 


Shortly before the present government assumed 
office on September 10, 1971, there had been a sharp 
change in the circumstances of Alberta. Alberta had 
consumed some $3% billion received from the sale of 
oil leases since the discovery of oil at Leduc in 1947. 
The cash reserves of the province had almost gone 
and for three years, Alberta had been forced to bor- 
row for capital purposes as opposed to its previous 
custom of financing public works from accumulated 
surplus. There had been a drastic decline in revenue 
from the sale of petroleum leases which was not 
offset by the increase in revenue from oil royalties. 


Alberta had been accustomed to comparatively 
easy financial circumstances. This, despite the conten- 
tion of the municipalities that they were denied a fair 
share of provincial revenues, was evidenced by gener- 
Ous grants-in-aid for various purposes. For instance, 
the province paid 75 percent of the cost of construc- 
tion of major roads to an annual maximum of 
$4,500,000 in each of the major cities, it built exten- 
sive provincial highways and secondary roads, it paid 
96 percent of the cost of hospitalization, 60 percent 
of the cost of basic education, 65 percent of the cost 
of public health, 80 percent of the cost of local 
welfare and made per capita grants to local recrea- 
tion. This was in addition to its province-wide respon- 
sibilities for medicare, senior citizens, welfare, ad- 
vanced education, public works, lands and forests, 
industry, etc. 


The municipalities did argue that many of these 
grants were conditional and over-restrictive. In the 


name of local autonomy, the provincial funding fell 
short of totally covering many budgets and various 
boards had power to requisition from local councils 
enough money to cover the short fall. The local 
taxing authorities had almost no power to question 
these requisitions for extras, but were obliged to pay. 
They contended that this obligation thwarted the 
intention of exercising cost control through local 
accountability. 


Prior to the sharp change in Alberta’s financial 
circumstances mentioned earlier, the local authorities 
succeeded in negotiating an unconditional municipal 
assistance grant based on one third of oil royalties 
received in the previous fiscal year. This grant was 
purported to be apportioned on a basis of population, 
deficiencies in assessment strength below the provin- 
cial average and an arbitrary weighting of population 
according to areas of jurisdiction. Apart from the 
raising of a low per capita assessment to the provin- 
cial average, the formula did not take into account 
financial strength. 


When it became apparent to the previous govern- 
ment that the sharp decline in revenue from the sale 
of petroleum leases. was not a temporary phenome- 
non, the municipal share of oil royalty revenue was 
frozen at $38m. Other steps were taken. The provin- 
cial income tax was increased to its present high level 
of 33 points (36 points as adjusted to conform with 
the new federal system) and prices for liquor, etc. 
were raised. 


The position of the municipalities was that the 
freezing of these grants without warning or consulta- 
tion was unfair. They contended that the province 
should assume total fiscal responsibility for all human 
resource programs including education, health, wel- 
fare, hospitalization, senior citizens and libraries. 
They wanted increased grants for roads, transporta- 
tion and recreation. The projections for transporta- 
tion demands alone were for $15m per year for each 
of the two major cities. 


If such a realignment of fiscal responsibility and 
increased direct financial aid were not forthcoming, 
the municipalities demanded wider taxing powers — a 
bigger share of gasoline tax according to automobile 
population or a portion of provincial income tax 
based on actual collection areas, etc. They pointed in 
particular to their mounting debt for which servicing 
charges constantly narrowed the room to manoeuvre 
within existing mill rates. 


Unlike the municipalities, many school boards 
contended that property tax had not reached intoler- 
able levels. They feared that a total substitution of 
some other revenue source for property tax would be 
a possible threat to their local autonomy. At the same 
time, they asked the province to pay 95 percent, or 
sometimes 90 percent, of the cost of education from 


provincial general revenue. The positions were some- 
what contradictory. 


It is fair to say, however, that the contradictory 
double-position was not confined to school boards. 
Municipalities, laboring under financial pressure, had 
similar split minds. They also tempered their requests 
for the province to take over or to fund programs 
with a nagging fear that they would lose local control. 


During the past ten years, attention had fre- 
quently been drawn to the fact that Alberta remained 
the only Canadian province without a sales tax. Pro- 
ponents of a retail sales tax pointed out that there 
was a prospective yield of from $90m to $150m, 
depending upon the percentage charged and the range 
of goods exempted. The counter-argument was that 
Alberta governments were already spending more per 
capita than other jurisdictions and that they were 
able to do this by virtue of petroleum revenues. 
Under these circumstances, a sales tax was an unnec- 
essary burden on the people unless it replaced some 
other tax. The slump in sale of oil leases revived 
pressure for a provincial sales tax. 


However, the Task Force was aware that the new 
government had already calculated that oil royalties 
could be increased to yield an extra $50m to $90m 
annually without harm to the industry. The changing 
world energy picture pointed to a steady increase in 
oil royalty revenue even without such an increase. 
And there were widely-expressed opinions in the in- 
dustry that Alberta natural gas was seriously under- 
priced in relation to the continental market. Any 
improvement in gas prices would enhance the provin- 
cial royalty picture. The position of the new govern- 
ment that a sales tax was not necessary at the present 
time was therefore understood by the Task Force. 


If it was indeed true that Alberta governments at 
both levels were already spending approximately as 
much as the economy would allow, taking into ac- 
count anticipated increases in natural resource rev- 
enue, relief for the property tax base could come in 
three ways: 


(a) through the funding of all or part of educa- 
tion costs by natural resource revenue. 


(b) through the assumption by the province of 
certain other costs now charged to property 
tax. 


(c) through the payment of assistance grants to 
municipalities on a basis of financial need. 


Such measures would widen the traditional tax 
base of municipalities by reducing the call of the 
province itself upon property tax. Those whose pro- 
perty tax base was still inadequate would be assisted 
by grant. 


This aspect of reform would not be primarily 
directed at relief for individuals. It would be aimed at 


improving the tax base of the municipalities, even if 
the first effect were relief for the individual taxpayer 
through reduction in mill rates. 


However, it was encumbent upon the Task Force 
to make recommendations which would also improve 
the regressivity of property tax. This could be 
achieved by making it as fair as possible and by 
recognizing that such universal services as health and 
education should not depend so much on local ability 


to pay. 


FIRST TASK FORCE TARGETS 


1. The Task Force first concerned itself on an ur- 
gent priority basis with the plight of those on 
fixed incomes to whom property tax was an 
excessive burden. The most readily identifiable 
group was the Senior Citizens. 


It could be argued that not only were the 
bulk of these senior citizens suffering hardship 
from excessive property tax in relation to their 
incomes, but also that all senior citizens should 
not be required to contribute to the education of 
several generations of children. 


After analysis of statistics prepared by the 
Task Force in November, 1971, the Government 
of Alberta legislated for: 


(a) Senior Citizen property owners to have 
the option of relief from the basic edu- 
cation levy on property tax or to con- 
tinue to receive the Homeowner Grant. 


(b) all Senior Citizens to be forgiven premi- 
ums for both basic medicare and the 
supplementary plan covering drugs, am- 
bulance, etc. 


(c) Senior Citizen renters to receive a shel- 
ter allowance of $50 per year, upon 
application, as relief from property tax 
paid indirectly through rent. 


All costs for these programs were paid di- 
rectly from provincial revenues, thus relieving 
property tax. 


2. The Task Force then analysed provincial and 
municipal budgets in relation to the Gross Pro- 
vincial Product. 


It concluded from the Canadian Tax Foun- 
dation Report on Provincial and Municipal Fi- 
nance, 1971, that Canadian governments were 
presently spending 36 percent of the Gross Na- 
tional Product. 


After eliminating federal transfer payments, 
provincial and municipal governments in Alberta 
were spending approximately 18 percent of the 
Gross Provincial Product. The federal govern- 


ment could be presumed to be spending the 
other 18 percent. 


Total Alberta expenditures, income and capital 
accounts, were estimated at $1,551,921,000 for 1972 
and human resource programs accounted for about 
50 percent of this combined net budget. 


The net provincial current budget in 1972 was 
$917,132,000 and the 1971 property tax levy was 
$251,168,321. 


The figure taken for the Gross Provincial Product 
was the Worth Commission estimate of $6.2 billion in 
1970, rising by 7.5 percent annually to $11.9 billion 
in 1980. 


The Task Force therefore concluded that govern- 
ment expenditures in Alberta were as high as advis- 
able and should not escalate by much more than the 
projected growth of 7.5 percent per year. 


This has been criticized as a “rule-of-thumb”, but 
the Task Force can think of no other alternative to 
the pressure to expand budgets beyond what the 
economy can properly support. 


The Task Force than addressed itself to the possi- 
bility of the province’s assuming the costs of certain 
programs now funded by property tax. The objective 
was to leave local authorities with responsibility for 
no more than one third of the combined net budget. 


Obviously, the programs most desirable for the 
province to assume were those termed ‘‘human re- 
source’’ programs where the principle of ‘equality of 
opportunity’’ was clearly cardinal. They were, inci- 
dentally, the programs whose costs had proven histor- 
ically most difficult to contain. 


DIVISION OF RESPONSIBILITIES 


A breakdown in terms of provincial averages, 
showed the following percentages of the combined 
budget funded by local authorities: 


School Foundation Plan ............. 7.36% 
Supplementary Education .......... 2.61% 
Pub licntealith: © tits sees eenatee 30% 
Hospitalste cence. eee ee 37% 
Seniom Citizen ElOmesmneseeeteetee 04% 
local Weltareme en ene 46% 
Recreation econ eee 2.26% 

13.40% 
General Municipal Costs Zlevalive 


Percentage of Combined budget 35.11% 


The Task Force considered the following possi- 
bilities: 


That substantial relief could come for the pro- 
perty tax base, apart from continued payment of 


municipal assistance grants to needy municipalities, if 
provincial general revenues paid costs of the follow- 
ing: 

Half of the School Foundation Plan 


levy on property .................... 3.68% 
One third of the supplementary 

PAUCAIION COSTS. <eee ne ce 87% 

Air bubticuealitic tse 2 30% 

All hospitalization ........00.0c 37% 
Half the net cost of local social 

assistance: 570s) Pree ee 23% 

5.45% 


This, then, was the general target and the basis of 
extensive discussions with local authorities through- 
out the province. If it could be achieved, it would 
accomplish in broad terms the division of responsi- 
bilities on a basis of two thirds of the combined 
budget funded by the province and one third by the 
municipalities. The reduction of the municipal share 
of the combined budget to around 30 percent would 
allow some room for anticipated expansion of local 
budgets before guidelines were applied. 


TASK FORCE DISCUSSIONS 


Before and after an interim report of the Task 
Force was made public in August, 1972, discussions 
were held with the Alberta Urban Municipalities 
Association, the Alberta Union of Municipal Districts 
and Counties, the two large cities, many district asso- 
ciations and chambers of commerce, farm organiza- 
tions and various individuals and associations. 


The Task Force, as a result of these discussions, 
broke its target for property tax relief into three 
parts: 

(a) the relief from basic education tax on pro- 

perty. 

(b) the assumption of other human resource 

program costs. 


(c) municipal assistance grants. 


RELIEF TO PROPERTY OWNERS OF BASIC 
EDUCATION COST 


As explained earlier, the Task Force aimed at 
assumption of half the School Foundation Plan levy 
on property tax. This would represent the assumption 
by the province, from natural resource revenue, of a 
further 3.68 percent of the combined Alberta budget. 


This basic education levy on property tax yielded 
$114,230,700. Half would represent $57,115,350. 


The following projections of the schoo! founda- 
tion plan levy to 1973 were pertinent: 


On single family 
residences j.2ssee S$ 41,516,000 


On single family residences plus 


alkfanmland 2-94. 2.— $ 57,921,000 
On single family residences, duplexes, 
farmland g45 2525.33.54. $ 61,499,000 


Also to be considered, on the presumption that a 
double-benefit need not be paid, was the fact that the 
provincial government had already legislated for the 
following: 


Homeowner Tax 


Discountuste.. Lee $ 25,100,000 
Senior Citizen Education 

Relief $ 2,500,000 
Senior Citizen Rental 

Relief $ 2,000,000 


$ 29,600,000 


Also, Municipal Assistance Grants had been in- 
creased in 1972 from $38,000,000 to $42,000,000. 


Average assessments on single family homes were 
as follows: 


Calgaiays scree SA ae oh $ 6,500 

Edmonton (lower assessment option 
taken) <2 ee ee $ 6,130 
Lethbirdge ee esc age $ 5,380 
Red Deer tee. Soe ee $ 6,400 
Medicme Hart $ 4,840 
Hoydnitiistetg.. ef $ 4,950 
Mean $ 5,820 


Calgary and Edmonton were due for general 
reassessments within the next two years which would 
raise the average assessment, particularly as it pertains 
to land, by at least $1,000. 


The assessment on a quarter section of prime 
land was $6,400, but since very few soils were rated 
as excellent, the prevailing average was closer to 
$3,000 for an average farm. 


After considering the options, the Task Force 
rejected any open-ended benefit without an assess- 
ment ceiling. Such a benefit would favor the wealthy 
or the large land-holder and thus exaggerate the exist- 
ing regressivity of property tax. Some land holdings 
were extremely large and were held by corporations 
to whom no relief was warranted on the basis of 
ability-to-pay. Similarly some residential properties 
were large and owned by individuals who do not need 
special relief. Experience in other provinces had 
shown the difficulty of persuading landlords to pass 
on property tax relief to tenants, Even where penal- 
ties have been enacted by law to try to compel 
landlords to pass tax relief on to tenants, enforce- 
ment had proved difficult. Relief for renters could 
clearly be better applied by direct relief. And there 
remained the persistent difficulty of handling pro- 
perty with mixed use-part-residential and _ part- 
commercial. 


And the Task Force could see that even with the 
injection of vast sums from provincial general rev- 
enue, under a blanket scheme, municipal assistance 
grants would have to be reduced to the point where 
little would be available for those in financial need 
and where those who had experienced over-generous 
grants in relation to financial strength might increase 
general mill rates to the point where the proposed 
relief would be nullified. And there would be little 
money left for movement toward proper assumption 
by the province of human resource programs other 
than education. 


Even an attempt to impose a ceiling on farmland, 
the most obvious area in which such a restriction 
should be applied, would arouse opposition from 
rural dwellers who would maintain that a similar 
restriction should be applied to urban property 
owners. Control over such an open-ended plan would 
be difficult to exercise because benefits would rise 
steadily with assessments. 


Despite the obvious attraction of applying the 
relief to a whole category of property, the Task Force 
therefore rejected the option of relief to any property 
whatsoever without a ceiling. 


The Task Force therefore suggested a universal 
ceiling on the benefit. The basic education tax of 30 
equalized mills would be lifted from all owner- 
occupied residential property and owner-occupied 
farm land to a universal assessment ceiling. 


The qualification for entitlement would be the 
existing system for the homeowner allowance and 
would apply to the owner-occupied portion of a 
multi-family residence, including land. Those who 
preferred the existing homeowner grant could still 
choose that route, although, since the proposed relief 
was substantially higher for most properties, few 
would exercise that option. 


In its interim report in August, the Task Force 
suggested that the ceiling would be $6,400 — the 
average assessment on homes in the big cities and the 
average assessment on a quarter section of prime farm 
land. 


With further calculation, the Task Force now 
recommends that the assessment ceiling on the bene- 
fit be $7,200, the average assessment on almost 
three-quarters of a section of average farmland. 


Such relief on average farmland will only be 
negated by a five mill general property tax increase 
on more than four sections of land, which is far more 
than the average holding of a section. 


Because the basic education levy is small on 
property of very low assessment below $3,000 (aver- 
age $90) and yet it is recognized that those in low 
income groups are still paying a larger portion of their 
disposable income in tax than others, the Task Force 


recommends that the alternative of the homeowner 
allowance be increased from $75 to $100. Substantial 
relief will therefore be experienced by lower-income 
groups in more modest property. 


Total cost of the relief, all to be paid from 
general revenues of the province, are therefore as 
follows. Nothing that arises from this particular rec- 
ommendation will occasion any increase in general 
mill rate in any local authority in Alberta. 


Relief from 30 equalized mill foundation plan levy 
for all owner-occupied residential property and own- 
er-occupied farmland 


otal GOSte eee oe $ 53,740,000 

Raise Homeowner Grant 
from $75 to $100 ....... 500,000 
Total $ 54,240,000 


Less Homeowner Grants not 
chosen and Senior Citizens 
already budgeted ........ $ 26,000,000 


$ 28,240,000 


The urban municipalities, particularly the two 
large metropolitan cities, appeared to criticise the 
inference in the August interim report that this relief 
would be directed to individual property owners. 


Of course, the Task Force had the alternative of 
recommending that this huge sum of some 
$28,240,000 — only the first part of the bill for its 
projected reforms — should be merely paid to munici- 
palities. Or it could have left adjustment of individual 
property tax bills to the municipalities, merely re- 
quiring them to give a statement of benefits allowed 
to justify the reduced payment into the school foun- 
dation plan. 


But many smaller municipalities urged that they 
lacked resources for such calculations and would pre- 
fer to follow the existing procedures for the home- 
owner allowance. These homeowner tax rebates are 
paid through municipalities after applications are pro- 
cessed and accepted by the province. 


The Task Force, in any event, recommends that a 
Tax Credit division be set up within the Department 
of Municipal Affairs to assist local authorities. 


This final recommendation that the relief follow 
the general administrative procedures used for the 
homeowner allowance is made for three principal 
reasons: 


(a) the homeowner allowance will remain as an 
option — indeed as a necessary option for those who 
have very low assessments, and 

(b) the Task Force reiterates its argument that the 
combined budget should not grow by more than 
around 7.5 percent per year. If the vast relief from 
the education levy on property tax were not apparent 


in individual net taxes, having been paid in bulk to 
the local authorities, there would perhaps be a temp- 
tation on the part of some municipalities to increase 
budgets significantly in the first year. While property 
tax will undoubtedly increase progressively over the 
years, the Task Force has deliberately chosen the 
residential portion of the roll for relief for reasons 
stated earlier in the report. This relief has not been 
recommended for all property because of budget 
limitations, But it is certainly not at the expense of 
the industrial and commercial properties to which 
relief is not extended. The residential half of the 
assessment roll has been chosen for relief from basic 
education tax, but it is presumed that future mill rate 
increases will be generally across the board for all 
property. 

(c) eligibility will be by the tried and tested yard- 
sticks used for the homeowner allowance. 


TAX CREDIT SCHEME 


As stated in its August interim report, the Task 
Force much prefers a tax credit scheme such as that 
now used in Ontario and Manitoba. 


Under this August proposal, a portion of resi- 
dential property tax could be applied by owner- 
occupiers as a deductible against the provincial por- 
tion of personal income tax as follows: 


Basic Allowance loo. eceneccen-ee $ 200.00 
Add 10% of total property 

(EDS. Se Oe nee eae $ 22? 
Deduct 1% of taxable 

Talele ee. ee ie S272 


Tax refund or deductible, 
Maximum $200 ........... $ XXX.XX 


Total cost to the province estimated at 
$54,357,000. 


This scheme is fair, equitable, partly in tune with 
ability to pay and makes a realistic assault on the 
regressiveness of property tax. Those with small in- 
comes would get a refund cheque equal to their entire 
property tax. It is a move toward giving residential 
property owners parity with businessmen and with 
farmers who can apply property tax as an expense 
before income tax. Administration is easy through 
the well-tried national revenue channels. The only 
disadvantage is that the credits can only be applied a 
year late — to the following year’s tax return. And 
the basic property tax structure, including the 30 
equalized mill levy, would remain. 


Unfortunately, the public feed-back after our 
interim report in August was not that for which we 
had hoped. Despite favorable comment in newspaper 
editorials, the Alberta public and local authorities did 
not appreciate the significance of the proposed re- 
form. They preferred the straight-forward, under- 


standable method of direct relief of the education 
levy. 


Under the tax credit scheme, many Albertans 
with no taxable income would be compelled to file 
income tax returns for the first time. 


The Task Force is disappointed. However, it is 
impossible to apply reforms of the magnitude pro- 
posed without the cooperation and goodwill of all 
concerned, particularly local authorities, and the Task 
Force is therefore bound to recommend that a tax 
credit scheme be indefinitely postponed at the pre- 
sent time. 


TAX CREDIT SCHEME FOR RENTERS 


However, in the hope that all Albertans will 
eventually recognize the merits of the tax credit plan, 
the Task Force now recommends that such a plan be 
introduced, as soon as possible, for renters of resi- 
dential property in Alberta. 


Total cost to the province is estimated at 
$12,000,000. 


The Task Force recommends as follows: 


Tax credit basic allowance .............. $100 
Adal 2ipercentionmnente cece eee $ 2?? 
Deduct 1 percent taxable income ... $ ??? 

Maximum credit ........... $100 


Eligibility for the credit must be on a basis of tax 
receipts and cannot be applied to more than one 
tenant for the same property. However, if a tenant 
moves from rented property to another and can sub- 
stantiate his rental payments by receipts, his eligi- 
bility would not be affected. 


This scheme, for relief of property tax paid in- 
directly through rent, includes the principle of ‘‘abil- 
ity-to-pay”’ since it is geared to income. 


It overcomes the difficulty of persuading land- 
lords to rebate property tax relief to their tenants; it 
distinguishes portions of a building used commer- 
cially from the portions used for shelter; eligibility is 
more easily proven; and a tenant who moves from 
one rented property to another is still covered. 


Total additional cost to the province for relief 
from the basic education levy on property tax would 
therefore be: 


For owner-occupied 


Property’ ser ce $ 28,240,000 
FORFCINLENS sree a. one mteees 12,000,000 
$ 40,240,000 


Plus costs already assumed, for homeowner allow- 


ances and senior citizen benefits 
sid aie $ 28,000,000 


Total direct residential 
property tax relief ...... $ 68,240,000 


ASSUMPTION OF OTHER MUNICIPAL COSTS BY 
PROVINCE 


The next part of the Task Force target concerned 
the assumption of various other human resource costs 
by the provincial government. If some of these costs 
were financed by general provincial revenue, there 
would be immediate relief to general mill rates. The 
consequent reduction in property tax would be in 
addition to the direct relief proposed in the two 
earlier chapters for residential owners and renters. 


The reduction proposed follows the logic that 
local authorities should only be required to finance 
from their limited tax base one third of the combined 
net budget. 


The areas considered were health, welfare and 
education — all human resource programs whose costs 
were proving most difficult to control. They were 
also areas where it could be argued that the programs 
should be universal and should not depend so much 
on the strength of the local tax base. 


Except in the case of education, where local 
school boards or county councils were answerable to 
the electorate, the Task Force did not consider that 
the former attempt to hold rising costs had worked. 
The policy had been to leave responsibility to local 
councils for extras above provincial standards. This 
was in the hope that such “local accountability”’ 
would encourage thrift. 


Hospital boards, for instance, had the right to 
demand payment by ‘supplementary requisition” for 
any excess cost above provincial grants. The local 
councils were obliged to pay without question. 


But many hospital boards were appointed and 
liaison with local authorities was often minimal. And 
the boundaries of hospital districts bore no relation- 
ship to the boundaries of taxing authorities. Within a 
single county, supplementary mills for similar hospi- 
tals could vary from two to ten mills. And within a 
single county, there could be as many as nine differ- 
ent hospital mill rates. With so little correlation with 
the main taxing authority, local accountability was in 
practice almost unworkable. 


There was also the widespread opinion among 
hospital administrators that the system of municipal 
supplementary requisitions denied Albertans their full 
share of federal matching grants. 


The system made functional cost control by the 
Alberta Hospital Services Commission almost impossi- 
ble. 


Much of the same considerations applied to local 
health units and districts. There was also good logic in 
the proposition that the entire health delivery system 
should come under the aegis of the Alberta Hospital 
Services Commission or of the Department of Health 


and Social Development. Surely, health was one field 
where quality should not depend upon the financial 
ability of a particular area. At present, the province 
pays 65 percent of basic health costs. 


The Task Force could see no reason why de- 
sirable local input should not continue through local 
boards even though their budget parameters were 
established provincially. 


So far as local welfare was concerned, the Task 
Force could see the desirability of local input from an 
administrative point of view. The system was for the 
senior government to assume total cost of long term 
cases through social allowance and to pay 80 percent 
of the cost of short-term cases through social assist- 
ance. In effect, the local authority covered cases for 
the first three months under this arrangement, al- 
though transients were still the total funding responsi- 
bility of the province at large. 


Preventive welfare was a different question and 
the Task Force did not recommend any change in the 
procedures for these projects to be intiated locally 
and, if accepted by the province, to be supported to 
eighty percent by the senior government. 


The Task Force therefore recommends in regard 
to social assistance that half the net local cost, now 
charged to property tax, be funded by the province. 
This would have the effect of the province paying 90 
percent of social assistance costs instead of the pre- 
vailing 80 percent, leaving only 10 percent to the 
local authority. 


This is in line with the Task Force thought on 
supplementary requisitions for education. Since the 
boundaries with the taxing authority are generally 
coterminous for welfare and education, there is still 
some rationale for the theory of ‘local accounta- 
bility”’. 


So far as educational supplementary requisitions 
are concerned, the Task Force aimed at 90 percent of 
the average costs of education being covered either by 
the school foundation program or by provincial grant. 
This would leave 10 percent to local supplementary 
requisition. How this would be paid is dealt with later 
in this report. 


The Task Force points out here that its estimates 
for the exact effect of its proposals on various munic- 
ipalities are generalizations. Because boundaries for 
all these jurisdictions are not coterminous and many 
different mill rates prevail within single taxing author- 
ities, it has had to average the supplementary mill 
rates. One part of a county may have a higher supple- 
mentary mill rate than the average, thus receiving 
greater benefit from provincial assumption of costs 
than another part with a lower supplementary mill 
rate. 


Some discrepancies may also arise from the use 
for these examples of equalized assessments, always 
one year out of date, instead of live assessments. Live 
assessments pertain to supplementary requisitions, 
but equalized assessments pertain to municipal assist- 
ance grants and education levies. Although current 
mill rates were usually available, current assessments 
often were not. 


The Task Force recommends that the province 
assume, in addition to the relief for residential rate- 
payers, the following human resource costs: 


100% of hospital costs ........ $ 7,000,000 
100% of approved public 
MealthkcOstse ee eee 5,000,000 


Half the net cost to local 
authorities of social 
ASSIStaNCeu acest tote 2,000,000 


$14,000,000 


Grants directed at reducing 
supplementary education 
costs by one third (i.e. 
from 15% of average 
ESS 1X0). WOKS) cecoanctedosse: $19,500,000 


The Task Force recommends that this sum, de- 
signed to reduce the impact of supplementary requisi- 
tions for education, be paid directly to the taxing 
authority as a municipal grant. 


This, in effect, will become a municipal assist- 
ance grant in addition to the basic municipal assist- 
ance grant paid according to need. 


The Task Force recommends that payments to 
school authorities from the foundation plan for edu- 
cation be based on average costs per pupil, increasing 
by the percentage growth in the Gross Provincial 
Product. As explained earlier, this is projected to be 
around 7.5 percent annually. 


It further recommends that various controls be 
placed upon school boards to contain their budgets 
within this guideline and that the educational grant to 
the taxing authority mentioned above also expand by 
the 7.5 percent guideline annually. 


The Task Force, as explained in the next chapter, 
recommends that a condition be placed on this educa- 
tion grant to the taxing authority whereby the grant 
is not paid if these provincial guidelines are exceeded. 


MUNICIPAL ASSISTANCE GRANTS 


The Task Force proposes that grants be paid to 
municipalities in two parts — the conditional educa- 
tion grant and the unconditional municipal assistance 
grant. 


(a) Conditional Education Grant 


Although one third of the total projected supple- 
mentary requisitions for education in Alberta would 
have only amounted to $14,800,000, the Task Force 
recommends payments to local authorities of 
$19,500,000. 


It recommends that in the interest of reducing 
general municipal mill rates, this grant be paid as 
follows: 

(1) one third of the total 1972 supplementary 

requisition for education or five mills, whichever 

is the greater, OR 

(2) where the total supplementary requisition 

for education is less than five mills, such total 

number of mills. 


Application of this formula to individual munic- 
ipalities results in a total cost of $19,500,000 or some 
$5,000,000 more than the actual one third of the 
total supplementary requisitions. 


The Task Force recommends that this grant be 
cancelled if the municipal mill rate after deduction of 
the education levies exceeds an annual growth of 7.5 
percent. 


Both local councils and school boards will have 
the benefit of assessment growth since the percentage 
of increase allowed before penalty is applied to mill 
rates rather than to budgets. 


The control system recommended can be con- 
sidered analogous to the penalty/bonus systems used 
frequently in private industry. 


The Task Force is mindful here of the contention 
by municipalities that spending by school boards and 
committees should be rigidly controlled. There was 
no such widespread support among municipalities for 
similar spending controls applied to themselves. 


It is appreciated that the objective of this control 
can be thwarted by a municipality calculating that it 
could gain by imposing a large tax increase in a 
particular year, thus forfeiting the grant, and recover 
its position by more modest increases within the 
guidelines in subsequent years. 


Presumably, the Minister could adjust to such 
tactics by averaging in the light of events. 


(b) Unconditional Municipal Grants 


The Task Force recommends a new approach to 
the payment of the unconditional municipal assist- 
ance grants. The basic principle is one of financial 
need, taking into account the following: 


(1) assessment or tax base strength as compared 
with other municipalities of a similar type. There 
should be an attempt to separate apples from 
oranges in other words. The circumstances of the 
major cities cannot be compared with those of a 


small village. The suggested categories would be 
major cities, small cities and towns, villages, and 
counties (including municipal districts, improve- 
ment districts and special areas). A median as 
opposed to an average assessment per capita 
would be struck for urban authorities in each of 
the categories and an assessment deficiency pay- 
ment calculated for the poorer. 


(2) there should be a ceiling on provincial 
grants, even for the poorer municipalities, on the 
principle that there is a judicious limit to how 
much a local authority should be propped up by 
grants after its economic viability is in doubt. In 
other words, there is a point when the cost of 
their incorporation or independence is more than 
other Albertans should be asked to bear. 


(3) weighted population averages. 


(4) weighted average assessment per township in 
rural areas. 


(5) per capita assistance related to payment of 
$20 per mile of district road in rural areas and $2 
per capita police grant in urban municipalities 
not covered by a provincial R.C.M.P. contract. 


Some comment at this time is necessary on the 
subject of equalized assessment for foundation plan 
purposes. Under the Task Force proposals, equalized 
assessment will still be necessary since the school 
foundation plan will still be funded in part by a 
provincial levy on some property not included in the 
benefits proposed in this report. But the equalization 
proposal should only relate to land and will always be 
necessary so long as a different assessment ceiling is 
applied to farm land as opposed to urban land. Equal- 
ized assessment can only become redundant when full 
market value becomes the common assessment yard- 
stick. However, the Task Force recommends cancella- 
tion of the Equalization Board practice of giving a 
one percent depreciation on all assessed improve- 
ments for each year since the last general assessment. 
It can see no logic in the practice. And it recommends 
cancellation of the practice of allowing an option to 
assess single-family residences lower than the rest of 
the assessment roll. Assessment should be uniform, as 
far as possible, across the province. 


Breakdown of this second and third part of the 
Task Force plan is therefore as follows: 


100% Hospital costs 
assumed by 
FATROMMLNES sicepoesogospenbeousse $ 7,000,000 


100% Approved public 

health costs assumed 

LOS, [OXROMIUAYCE ccscncuscoovnsotcoone 5,000,000 
Half net local cost social 


assistance assumed by 


PROMI COpamenteestenec cto 2,000,000 


$14,000,000 


Municipal Grants 


Conditional re-education 
as ieee $19,500,000 


Unconditional grants 
according to need 
14,432,719 $33,932,719 


Total relief to general 
mill rate 


$47 ,932,719* 


Plus relief for individual residents from basic 
education tax on property 
(30 equalized mills) 


Owner-occupied residences 
& farms (net extra cost to 
province ...... $28,240,000 


Renter Tax Credits 
12,000,000 


Senior Citizen Relief 
4,500,000 


Homeowner Allowance 
Budget (now largely 
directed to total cost 
of basic education 
relief but raised to 
$100 for those who 


choose it).... 23,500,000 68,240,000 
Total relief to property 
tax from general revenues 
of the province excluding 
miscellaneous grants for 
roads, recreation, libraries, 
etc. $116,172,719* 
*NOTE: 
This compares with 1971 
relief of: 
Municipal Assistance 
Grants $38,000,000 
Homeowner 
Allowance 16,000,000 
$54,000,000 


According to Task Force calculations for indi- 
vidual municipalities across the province, this plan 
will result in a reduction in the general mill rate for at 
least 90 percent of the municipalities. In many cases, 
the reduction will be substantial. 


This is because the new formulae take into ac- 
count both financial strength and need. Certain mu- 
nicipalities were not being treated fairly under the old 
system. 


In a few municipalities, where financial strength 
was above average and where over-generous grants 
had been paid under the old system, there will be a 
slight increase in general mill rates as a result of the 
plan. This increase will in no cases exceed five mills. 


Such a small adjustment of 5 mills or less in the 
general rate is not considered by the Task Force to be 
significant when it is measured against the specific 
reduction of 30 equalized mills on all owner-occupied 
residences and farms and against the tax credit for 
renters. It is a small mill rate increase to which 
municipalities have been accustomed from their own 
requirements. 


This small increase in the general rate in a few 
areas is not occasioned by any of the direct relief to 
individual Albertans. It is caused by the application 
of a fairer system to the payment of municipal assist- 
ance grants, the second and third portions of the 
plan. 


It is completely untrue to say that any one 
ratepayer is being relieved at the expense of another. 
But it is true to say that subsidy for certain wealthy 
municipalities is being reduced for the sake of some 
less fortunate although more total money is going 
from provincial funds into this part of the exercise 
than before. 


SPLIT MILL RATES 


A complication in the present Alberta system is 
that local authorities have the option of a split assess- 
ment for single-family residences. The municipality 
may opt to assess these residential buildings at 37% 
percent of replacement value instead of the prevailing 
45 percent of 1963 value (the old manual basis is 50 
percent of 1959 value instead of 60 percent). This has 
the effect of causing the balance of the assessment 
roll to pay 20 percent higher improvement property 
tax than single-family residences. (This statement has 
been questioned by critics of the Interim Report. 
Obviously, 60 percent is 20 percent higher than 50 
percent. But since the difference only applies to im- 
provements and not to land, total property tax is not 
20 per cent higher in actual implementation). Edmon- 
ton, Grande Prairie and 40 percent of the province 
take this option of applying a lower tax to single 
family residences. Of course, any concession by way 
of reducing assessment for a particular class results in 
a higher mill rate to yield the same taxes although the 
mills themselves are worth less money. 


Calculations again have to be made for sake of 
fairness to equalize payments into and out of provin- 
cially administered funds. The department relies en- 
tirely upon the municipality’s accuracy in reporting 
the total assessment on which the benefit has been 
allowed. If they are in error, distortions appear in the 
equalization calculations. These reports are not 
checked by the province. The Task Force recom- 
mends that these figures be subjected for the sake of 
fairness to a provincial check. 


The concept of a lower property tax -rate on 


residential property has merit. Our studies show that _ 
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the absolute limit on commercial and industrial pro- 
perty tax is 6 percent of market as compared with 4 
percent of market for residential property. As we 
have shown, this ratio exists in Alberta at present if 
business tax and property tax are added together. 


The further reduction of assessment on single 
family residences increases the net taxes paid on the 
balance of the roll. In its response to the Task Force 
interim report in August, the City of Edmonton 
stressed that any increase in general mill rate to 
compensate for loss of grants would reflect adversely 
upon rental property and business. 


In fact, their present method of reducing assess- 
ment on single-family residences does exactly that. If 
part of the roll is assessed at 50 percent of replace- 
ment cost and the balance at 60 percent, the general 
mill rate has to be higher than if the assessment were 
uniform. And the balance of the property pays net 
taxes which are higher than that given the lower 
assessment benefit. Also, the most elaborate resi- 
dences received greatest benefit. 


The Task Force is proposing substantial direct 
relief for owner-occupied property. It will also be 
proposing subsequent relief for rental property. There 
would seem to be little need now for the extra 
benefit given under the single-family residence lower 
assessment option. 


There is also no sound logic in isolating single- 
family residences from other owner-occupied residen- 
tial property such as duplexes. 


The City of Edmonton also expressed opposition 
to the Task Force proposal for a split mill rate. 
Presumably they preferred to achieve a similar end by 
the split assessment they already practise. 


The Task Force reiterates its argument that as- 
sessments should be uniform. If policy dictates that 
special tax concessions or impositions are required on 
different classes of property, the objective should be 
achieved openly, through the front door, by a differ- 
ential mill rate. The different level of taxation is then 
clear to everyone. Alberta has thought a uniform mill 
rate more sacrosanct than a uniform assessment. The 
Task Force takes the opposite viewpoint. 


Since the present Edmonton system only applies 
to improvements, its 20 percent higher tax rate on 
the balance of property is the equivalent of a 15 
percent higher tax applied to both improvements and 
land. And since the differential assessment only ap- 
plies to single-family residences, it is obviously not as 
clear-cut in policy as a split between all residential 
and all commercial. 


The Task Force only held out this proposal in its 
interim report as a suggestion to help municipalities 
with their financial problems. In effect, it said that 
while most residential property tax had risen danger- 


ously close to 3 percent of true value, commercial 
property was now paying about 3.9 percent of true 
value (including business tax) and could afford to pay 
up to 4.5 percent of true value. These were only 
rough guidelines and the Task Force did not pretend 
to propose axioms. 


In fact, the Task Force now proposes that assess- 
ment be uniform and that the split-assessment option 
for single-family residences be removed from the Act. 
This will tend to equalize the huge property tax relief 
proposed for residential property owners across the 
province. Otherwise, the 40 percent of Alberta mu- 
nicipalities taking this split assessment option will 
gain a somewhat larger benefit than others in the 
province. 


This is a reversal from the discussion in the Task 
Force interim report where it was suggested that all 
Alberta municipalities follow the split assessment 
technique of Edmonton and Grande Prairie. 


It will also help Edmonton to overcome any 
misgivings it may have over more favorable treatment 
for single-family homes than for apartment dwellers. 


Ontario has practised a split mill rate for years 
and this is a more exact method, less open to abuse. 
Commercial and industrial property in Metropolitan 
Toronto carries a mill rate 10 percent to 15 percent 
higher than residential property. 


MOBILE HOMES 


The Task Force recommends that owners of 
mobile homes also become elibible for a rebate equal 
to the equivalent of 30 equalized mills used in calcu- 
lation of their licence fee. 


TRANSPORTATION IN METROPOLITAN AREAS 


Although the Task Force recommendations for 
provincial assumption of a larger share of the cost of 
human resource programs will significantly relieve 
property tax, allowing it to be devoted to a larger 
degree to other municipal services, it is no doubt true 
that the basic financial problem of the large cities 
remains. This has been the chief criticism of the Task 
Force interim report, even though it is also true that 
the recommended reforms are more sweeping than 
those of any other such committee elsewhere in 
Canada. 


The Task Force recommendations involve a di- 
rect or indirect relief to property owners of some 
$30m. It is also pointed out that property tax has not 
reached exorbitant levels and that revenue can be 
increased to some degree by such measures as a split 
mill rate. 


However, the City of Edmonton projects capital 
demands for transportation facilities at some $15m. 
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per year. Similar statistics apply to the City of Cal- 
gary. Even though most of these demands are of a 
capital nature, the present high municipal debt al- 
ready consumes a large portion of current mill rates 
and any escalation in debt-servicing changes gives 
cause for alarm. And extensive capital works are also 
followed by a proportionate increase in operating 
costs. 


The Task Force has concluded that the provincial 
and municipal governments in Alberta are close to 
spending as much as the economy will allow. Such a 
suggestion adds to the frustration of the cities. 


As new sub-divisions are added to the city’s out- 
skirts and automobile population increases, a greater 
and greater density of traffic is experienced as one 
moves towards the city core. Transportation facilities 
at the city centre, apart from new roads demanded in 
the suburbs, begin to break down. 


This density of traffic is particularly acute during 
the rush hours — from 7:00 a.m. to 9:00 a.m. in the 
morning, and from 4:00 p.m. to 6:00 p.m. at night. 
The remedies suggested by engineers are various, but 
all involve vast capital sums. The stock answer until 
recently was the building of high-speed facilities such 
as freeways and expressways with costly traffic sepa- 
rations at all intersections. Even if the roads tapered 
off in capacity as the outer suburbs were reached, the 
cost of wide facilities for the inner cities was prohibi- 
tive. As one approached the city centre, land acquisi- 
tion costs became greater. Other variations were 
high-speed traffic corridors offset from the city core 
or ring roads with traffic dispersal encouraged within 
the ring. 


More recently, the accent has been upon im- 
proved public transit. The projected costs have been 
no less alarming than those for freeways. Now, more 
attention is being paid to a less-sophisticated version 
in the form of free right-of-way for buses. 


It would be difficult to argue with the logic that 
improved facilities for automobiles only compounds 
the problem by encouraging more automobile usage. 
And yet, experience in other cities shows that rapid 
transit systems only alleviate the problem by some 20 
percent at the best. 


At present, the province pays 75 percent of the 
construction cost of major arterials in the two cities 
to an annual maximum of $4,500,000 for each city. 
No contribution is made toward the more onerous 
cost of land acquisition, although loans are made for 
the purpose through a land bank. The cities find 
themselves unable to protect future transportation 
corridors by zoning or purchase and their future 
problem worsens annually. 


Some relief would be experienced if the province 
built ring roads at total provincial expense around the 
two cities. Obviously, the closer such facilities were 


to the city core, the more they would be used. At 
least, they would have the merit of diverting some 
through traffic around the city. 


The proponents of public transit frequently advo- 
cate that bus travel should be free, although realists 
can see obvious pitfalls in abandoning the financial 
discipline of the endemic transit deficits. Certainly, 
special lanes for buses or for express buses would 
make service more attractive as compared with self- 
driven automobiles. As some engineers have pointed 
out, such special lanes could be one-way in the morn- 
ing and the opposite way in the evening rush hour. 
Grade separations for a single lane would be less 
costly. 


Others favour placing greater financial penalties 
on the automobile user in addition to the growing 
handicap he suffers from congested streets. These 
ideas vary from property tax on cars through toll 
gates to heavier gasoline or license tax. 


The capital and income expenditures of the pro- 
vincial Department of Highways is roughly equivalent 
to the yield from gasoline and fuel oil tax plus motor 
vehicles branch revenues. 


In summary, the problem resolves itself into a 
demand for greater financial support for transporta- 
tion in the two major Alberta cities. 


The Task Force believes that these expensive 
facilities can only be provided with massive federal 
assistance. And it recommends that the Department 
of Inter-governmental Affairs begin talks with the 
cities of Calgary and Edmonton with a view to pre- 
sentations at future tri-level conferences. 


The Task Force recommends that as soon as 
practicable, within present budget limitations, the 
annual provincial contribution to roads within the 
two major cities be increased from $4,500,000 to 
$7,000,000 annually. 


It will be remembered here that the Task Force 
has recommended municipal assistance grants based 
upon $20 per mile of district roads in rural areas 
which can be regarded as some justification for a shift 
of priorities within the Department of Highways 
budget. 
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It is further recommended that this contribution 
be applicable against both construction and land 
acquisition costs of major arterials at city option and 
no longer be confined to 75 percent of the construc- 
tion cost of approved roads. 


MUNICIPAL DEBT 


The Task Force recommends, in view of the 
comparatively light provincial debt, as compared with 
the heavy municipal debt, that the Provincial Treas- 
urer authorize a separate study of the combined Al- 
berta debt; that such a study examine judicious com- 
bined debt levels in relation to the gross provincial 
product; that such a study examine the debt load of 
individual municipalities; and that the study inquire 
into the possibility of consolidating or refinancing 
such debt. 


The Task Force further recommends that while 
the bulk purchase of Alberta debentures by the fed- 
eral government may relate to an amount per capita 
drawn from Canada Pension Fund monies, the under- 
writing of separate borrowings by individual munic- 
ipalities through the Alberta Municipal Finance Cor- 
poration no longer be related to annual per capita 
amounts, but be based on current debt history and 
requirements. 


FUTURE ACTION: 


This portion of the Final Report of the Task 
Force deals essentially with those items pertaining to 
property tax reform and which are proposed for 
implementation in 1973. However, the Task Force 
examined many other problems according to its terms 
of reference and the complete Final Report contains 
many additional recommendations. At the earliest 
convenient date, the Task Force recommends that the 
Government, in consultation with municipal govern- 
ments, examines the complete Final Report and 
makes arrangements for on-going progress in connec- 
tion with it. For the immediate time, however, the 
implementation of the changes proposed for property 
tax reduction will require the full attention of Provin- 
cial and Municipal Governments. 


DATE DUE 
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